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Despite all of the intervening in the financial markets on the part of the US Fed
and Treasury as well as their counterparts globally, the risk markets are having a
difficult time holding any rallies right now. At the same time, however, they are
not collapsing – which shows how powerful that governmental buying can be.
Right now, it appears to us like the markets will have a tough time advancing
much more than they have in recent days as the Feds have pretty much
announced everything they can possibly announce to bolster risk assets. All we
have now in terms of anticipated news flow is negative COVID news. The levels
to watch are 3,146.83 on the S&P futures and 3.159.50 on S&P cash. The
corresponding SPY resistance on the daily chart is at 314.61.
Not much to add to the comments for the mid-term box here. Only the levels
change slightly – not the analysis. On the weekly charts, we still have 3,146.83
as the key Fibonacci resistance level on the S&P futures and 3,159.85 on the
S&P cash. That translates to 316.08 on the SPY. As long as one of several
possible Fibonacci retracement / support levels hold up on a pullback (which we
believe is in progress), we can see the all-time highs being tested at some point.
The support levels to watch for S&P futures are 2,912.50, 2,815.25 and
2,718.
The monthly charts for the S&P futures and S&P cash are much more promising
at first glance. Even when we saw the gut-wrenching selloff in March play out, by
month’s end prices had crept back up above key closing support levels (2,419.75
for the futures, 2,436.60 on S&P cash and 243.92 on SPY). We may see the alltime highs at 3,397.50 tested in the coming months as long as pullback
targets hold. For S&P cash, the upside targets are 3,393.52. For SPY, the
monthly closing hurdle comes in at $340.
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Profit Strategies
Ron DeLegge, Founder

"The trick in investing is just to sit there and watch pitch after pitch go by and
wait for the one right in your sweet spot.” - Warren Buffett

The stock market’s sharp rebound from March bear market lows resembles the late 1990s dot-com heyday in
at least one regard: high risk speculative stocks are once again the rage!
Bankrupt rental car company Hertz almost pulled off a new $1 billion equity sale, until financial regulators
stepped in at the last minute to prevent what would’ve been an absolute bloodbath. Nikola, a profitless wanna
be Tesla look-alike, but for the commercial truck market, already has a $23 billion market cap. How will this
story end? Will skyrocketing prices become an indefinite trend? Do trees ever get cut down or do they just
keep growing?
There’s no denying the existence of exciting innovations like cloud computing, streaming TV, clean fuel
transportation, etc. Some of these opportunities, at the right price, are definitely investment worthy. But keep in
mind, the late 1990s had its fair share of innovation (as did the late 1920s and late 1960s) but the people that
overpaid for stocks got creamed. Also keep in mind that none of the late 1990s innovation prevented a twoyear bear market that sank the S&P 500 down 69.5%.
We can’t change history, but we can certainly learn from it. And if there’s one thing history has taught us, it’s
that a fearless stock market is a dangerous place to invest.
What’s Your Portfolio’s “Margin of Safety?”
The concept “margin of safety” was originally developed in the 1930s by Benjamin Graham and David Dodd,
the founders of value investing. Their idea was applied to selecting individual stocks at undervalued prices to
help people become better investors. But we believe the Graham and Dodd’s strategy of safety has broader
applications that impact a person’s entire investment portfolio.
In the context of the individual investor, “margin of safety” represents the capital or money that a person
absolutely cannot afford to risk to potential market losses. Like an insurance premium, this money gets set
aside from a person’s core and non-core portfolio to be invested in fixed accounts with principal protection and
liquidity.
When is the best time to install a margin of safety? It’s certainly not when the house is on fire or after it’s
already burned to the ground. Instead, it’s best to have a margin of safety before the adverse event.
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Defensive Sector Update
If investing defensively was a poem, it would be Robert Frost’s “the Road Not Taken.” And if it were a
comedian, it would definitely be Rodney Dangerfield, the awkward kook who “couldn’t get any respect.”
Yet, 2020’s first half performance, for defensive assets has been hardly kooky.
While surging tech stocks in the Nasdaq-100 ETF (QQQ) have garnered most of the media’s attention,
defensive assets like the SPDR Gold Shares (GLD), have gained around the same amount. The $2 trillion
already earmarked for U.S. Coronvirus stimulus and the prospect of another $2-3 trillion in stimulus spending is
a bullish sign for gold along with benchmark crypto-currencies like Bitcoin and Ethereum.
Long-term Treasuries with leverage is another ETF theme we’ve been harping on over the past few years. The
Direxion 3x long-term US Treasury ETF (TMF) has surged over +53% YTD. Even factoring in its losses
since March, it’s still been among the best trades of 2020. Moreover, when selling pressure in the stock market
resumes – and we guarantee it will happen – because it’s happened in the past and it’ll happen again in the
future, we expect TMF skyrocket.
Unlike gold and long-term Treasuries, Utilities (XLU) have not performed well in 2020. Not only is the group
lagging broader indexes like the S&P 500, it’s also greatly underperforming its defensive peers. XLU, which
tracks S&P 500 utilities has recouped roughly 20% of its bear market losses and now sits on a modest 10%
YTD loss. More importantly, XLU pays a better yield (3.04%) compared to the broader stock market and even
many bond funds. While it’s true stocks of any breed carry higher risk compared to bonds, utilities are still an
ideal fit for defensive oriented investors.
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A 3-Bucket Approach to Investment Management
What are the crucial factors that should influence your investment decisions?
Rather than viewing your investments as one big bucket, we suggest a better approach that we believe
reduces risk without hampering growth. Our approach is to compartmentalize assets by dividing them into
three main buckets: 1) a core, 2) a non-core, and 3) a margin of safety. Before – we repleat before - making
any asset allocation or diversification decisions, priority number one is to first determine what percentage or
dollar value of your money should be put into each of these three buckets.
It’s important to remember that each of these three buckets – the core (1), margin of safety (2), and non-core
(3) – serves a deliberately different purpose from the next. Also, each bucket is purposely designed to
complement the others by eliminating investment strategies that overlap.
Remember: Dividing your money into three sections versus treating it as one big bucket is helpful from many
angles. First, it keeps you disciplined. Second, it contains risk. Third, it limits speculative strategies to your noncore bucket, which should reduce the impact of investment bets that fail or take longer to develop and
blossom.
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Orderliness vs. Organization
Below is an excerpt of Ron DeLegge’s book “Habits of the Investing Greats: 26 Proven Tactics for
Achieving the Financial Results You Want.” The full book is available @ Amazon.com, order your
Kindle copy.

“The best way to conduct research on a larger scale is
to make sure everyone knows what everyone else is
doing... The sooner the better - start talking to other
people about what you're doing. Because that's what will
stimulate things the fastest,” advises investing great,
James H. Simons.
Before launching one of the most successful hedge
funds of all-time (Renaissance Technologies), Simons
spent time at the National Security Agency cracking
codes and later on teaching in academia. As a
mathematician by trade, Simons discovered that most
financial problems are behavioral, rather than being
exclusively mathematical.
Simons built his venerable investment firm in an
unorthodox manner; by hiring specialists with nonfinancial backgrounds, including data scientists,
physicists, and statisticians. As of early 2019, Simons
had a net worth of $21.5 billion.
Strive for order. Not only will it bring you closer to your
financial goals, but it will simultaneously push you away
from the disorderly results triggered by disorderly habits.
What the investor should do:








 Understand that organization and orderliness
isn’t the same thing and that organized people can be
disorderly investors.
 Be aware of the tendency to speed up your
thoughts and actions during times of perceived crisis.
Slow down by breathing deeply, gathering thoughts, and focusing on the task at hand.
Be self-aware by understanding your personal biases along with your mental strengths and
weaknesses.
Stimulate your strengths by holding on to what’s working; eliminate your weaknesses by letting go of
what’s not.
Evaluate your behavior during bull markets, bear markets, and neutral markets. Do you like what you
see? What changes need to be made? How can you improve?
Develop a routine that fosters orderly habits. For example, instead of fixating on financial news first
thing in the morning, engage in activities that have a meaningful and lasting impact on your bottom line.
Ponder your bigger picture goals to ascertain your progress. 
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Our July ETF Income Trade
Our Income Mix Portfolio is a hypothetical $100,000 unhedged ETF portfolio that began in Feb.2012 and sells
monthly covered calls* to generate high income. It will generally consist of positions in just two ETFs: the
SPDR S&P 500 (SPY) and SPDR Gold Shares (GLD). At times, we may add another ETF if the quoted call
option premium is adequately high enough for us to warrant executing a trade.
The Income Mix Portfolio deliberately invests in ETFs covering distinctly different asset classes. It also
purposely limits the portfolio to 2-3 ETFs for simplicity. Finally, we always execute our monthly income trades
one month in advance. (EX: Our current July income trade is executed in June.)
Recap from last month: For June, our SPY shares got called away at $302 per share and we booked a
$6,160 short term gain plus another $430 in call premium for a one-month jackpot of $6,590. Our GLD call
options with the $169 strike for June expired worthless and out of the money, which is what we wanted. Below
are July’s income trades.

For our July 2020 Income Trade we’re
executing the following moves:
GLD (Buy 100 shares @ $158.70)
Sell GLD JUL 2020 $172 calls near $80 per
contract. (Calls expire on 7/17/20)
SPY (Buy 400 shares @ $308.25)
Sell SPY JUL 2020 $320 calls near $320 per
contract. (Calls expire on 7/17/20)

Income Mix Portfolio
($139,400 hypothetical value)
SPDR S&P 500 (SPY)

SPDR Gold Shares (GLD)

12%
GLD

Based upon the moves listed above, we’ll
collect around $1,360 in monthly income from
our July trades.

88% SPY

Since inception in Feb. 2012, our Income Mix
Portfolio has generated $65,406 or $667.40
per month over the past 98 months.
*NOTE: For income results that closely mimic our June income trade, subscribers can execute covered call
options trades within 3 days of our alerts.

ETFguide.com

JULY 2020

ETFguide PREMIUM - 7

Vital Signs – Snapshot of Key Asset Classes & Sentiment
The CBOE S&P 500 Volatility Index (VIX) has crashed as stock prices rebound from extremely oversold
conditions in March. We still have open defensive trades via ticker symbols GLD, SH, and TMF. The latter
is built to go up when long-term US Treasury prices go up. Defensive assets, it’s worth noting, have held up
quite well, even in the face of the bear market rally that’s now underway. GLD is +14 % year-to-date while
TMF is +53%.
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How Bad Did it Get in March?
"Bottoms in the investment world don't end with four-year lows; they end with 10- or 15-year lows."
- Jim Rogers

Now that we have seen some pretty scary action take prices lower than most anyone would have thought in a
very short amount of time and then bounce higher and faster than nearly everyone imagined, we want to take a
quick look back to see just how bad things got. Will the charts tell us that our pain was as bad as in times in
the past when stress was at historic levels? The quick answer is, as is so often the case, “it depends”. In this
case, it really depends on the market / chart at which you are looking.
The first chart we’ll show you is the SPDR S&P 500 ETF (SPY). The monthly chart is shown here going back
to 1996. Notice that in the post-911 recession as well as the Great Recession of 2008-09, the 12-month RSI
touched the 20 – 30 range (with 2008 reaching below 20). In March of this year, SPY came nowhere near the
30 range.
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How did the tech-heavy NASDAQ do in March? Was it historically oversold? Not even close. The low RSI
reading in March was well above 50 – as compared to 30 or lower in both 2002 and 2009.

Let’s work down the market-capitalization spectrum to mid-caps – shown here by the iShares Russell MidCap ETF (IWR). In this case, we begin to see things get a bit closer to historic – but not quite. The IWR came
close to 30, but nowhere near the lows set in the 2008-09 crisis.
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Dipping even lower in market-cap to the small caps – shown here by the iShares Russell 2000 ETF (IWM) –
we finally see the 30 level touched. This was lower than the 2002 levels, but not quite as awful as the 2008-09
period. Make no mistake, though, it got bad in small caps! More importantly, though, we may be seeing
leading weakness (meaning small caps are acting toppy all of the sudden). Caveat emptor!

The last (quick and abridged) look we wanted to take was overseas. Both the iShares MSCI EAFE ETF (EFA)
and iShares MSCI Emerging Markets ETF (EEM) sold off hard in the first quarter. However, neither saw their
RSI levels reach their historic readings of 2002, 2008 or – in the case of EEM – late 2015. So again, things got
bad, but not that bad.

Does all of this mean that the markets are destined to sell off from here? Absolutely not. But it does remind us
that “recency bias” is something we should all be aware of and that we should all try to avoid. It is prudent to
remember truly historic rallies and sell-offs alike so that we can keep today’s action in perspective. 
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#ETFBattles – an ORIGINAL weekly
series exclusively @ ETFguide TV.
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(Podcast) Diagnosing the Stock Market’s Health
In his latest podcast episode, Ron DeLegge diagnoses the stock
market’s health by examining two thing: 1) industry sector
performance and 2) what it says about the stock market’s breadth
and overall health.
Also on the show: Ron shares excerpts from his other book “Gents
with No Cents” to explain the folly of regulators in protecting the
investing public.
Have you subscribed yet? Since launching ETFguide TV, we’ve
amassed almost 2,500 subscribers and over 374,000 views. Your
free video subscription ensures that you never miss an episode.
Subscribe and watch. 

Q2 2020 ETF Guides
If you haven’t done so already, be sure to sure to sign up for
ETFguide’s suite of investor guides.
Due to the sheer number of ETFs being launched, we’ve
built tools to help you stay ahead of the fast moving market.
Here’s what we now offer:





ETP Commodities Guide follows commodity linked
products
Long/Short ETF Guide gives a quick snapshot of
inverse and leveraged tickers organized by asset
class.
First Look ETF provides a monthly view of the
newest ETF launches and latest trends.

Although all of our investor guides are complimentary, email
sign up is required to receive future updates.
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Mega Investment Theme Report
For ETFguide members new to our “Mega Investment Theme Report” (MITR) here’s how it works: We identify
and rank major investment themes by order of importance. We also include associated ETF ticker symbols.
Our theme rankings are adjusted (up or down) by their immediate impact and order of importance.
We include relevant ETF ticker symbols that are associated with and impacted by each related theme. Rather
than providing simply a generic market signal, we believe linking related ETF tickers to themes is far more
practical. Why? Because it will help you to make specific investment decisions related to a certain theme.

Lastly, we added a final row – with a star icon – that focuses on other less important investment
themes that didn’t make the top five, but are nevertheless on our radar screen. Related ETF tickers
are only provided once a particular theme graduates into the top five rankings. 

Rank

Theme

ETF Tickers

1 

Technology stocks lead rally. The stock market’s recovery from March lows
has been led by companies like Apple, Alphabet, NVIDIA, Tesla and Zoom.
Other important sectors like financials, energy and real estate are lagging

TQQQ, QQQ

2 

Bullish Treasury ETFs Jump: The U.S. trend in lower interest rates full tact
and so is safe-having buying. Treasury ETFs like TLT along with 3x leveraged
ETFs like TMF have been a good trade and we continue to hang on.

TMF, TLT

3 

Gold edges higher. We’ve talked repeatedly about central bankers with loose
monetary keeping precious metals prices firm and nothing has changed. With
governments and central bankers, no price is too high to defeat Coronavirus.
This is very supportive of gold.
Soaring volatility: Stock market volatility (VIX) had skyrocketed over +500%
in March, but is up just 154% YTD. While VIX ETFs like VIXY and UVXY have
sharply corrected, another round of higher volatility is ahead. Why? Because it’s
happened in the past and will happen again in the future.
Inverse ETFs take flight. ETFs that deliver opposite exposure to stocks have
been falling since the March bear rally. Many 2x and 3x inverse ETFs that
jumped significantly before are now down. Translation: Another buying
opportunity for bears and contrarian traders.
Other investment themes we’re monitoring: The falling euro, cloud
computing, AI/Robotics, FinTech and Cyber-security are all important themes.
So is the emergence of crypto-currencies. We’re monitoring all of these tickers.

GLD, RING

4 
5

VIXY, UVXY

SH, EDZ, TZA,
SPXS

GBTC, BOTZ,
HACK, SKYY,
ROBO, ROBT,
SOCL
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ETP Performance Trends
The Coronavirus outbreak has sent global stock prices down. But there’s a silver lining: After sharp losses
during March, we’re in the midst of a recovery phase. Nonetheless, most country ETFs – even after the bounce
– are sustaining losses. Among the 13 global ETFs we track, 12 have negative YTD performance.
Market dislocations are everywhere. In the U.S., depression-type economic readings haven’t stopped U.S.
stocks (VTI) from surging higher. Moreover, Chinese stocks (GXC), the epicenter of the Coronavirus, are the
best relative performing stock market around the globe. Always remember: The stock market may have legs,
but it never has brains.
Most emerging markets like Africa (AFK), Brazil (EWZ), and India (INDY) remain in bear market territory.
Stock market volatility has edged lower, but is still high compared to the start of 2020. Bear market rallies can
happen but it remains to be seen whether these rallies will be sustainable. 
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